One of the predominant issues on the agenda of diplomats and politicians is how to address the consequences of shifts in perception about
The challenges facing both Australia and the European Union

The Kyoto Protocol is symptomatic of some fundamental challenges for the EU and Australia. Arguments over whether to ratify relate not to scientific questions but to economic and political issues. These issues pertain to legitimacy, national interest and sovereignty, and trade and economic interests. The EU and Japan have ratified the Protocol, the United States and Australia have refused while developing countries such as China and India are exempt from the Protocol. This section examines five areas of significant challenge and difference between Australia and the EU on climate change policies.
Differentiation
The Australian government's response to Kyoto was founded on the principle of differentiation. Other countries appeared to acknowledge the special cir-government's thinking to somewhere back in those blissfully ignorant, coal-chugging, oil-gushing days of post-war prosperity. Investing in renewable energy has become a growth industry in Canada, the UK and even in the US. (Australian
The challenge that now confronts us is to produce an outcome which will accommodate our particular economic and trade circumstances, while contributing effectively to the stabilisation of greenhouse gas concentrations in a global sense (Hill 1996) (Hillman 2000b). Although the EU has been increasingly receptive to the option of emissions trading than it once was, Australia sides with the US in strongly advocating the 'unrestricted use of market-based mechanisms' (Hillman 2000b) . (Hillman 2001b) .
(italics added).
Market mechanisms
A fundamental point of difference between Australia and the EU is the use of emissions trading and the Clean Development Mechanism. The Australian government argues that on issues like sinks and market mechanisms the EU is fundamentally concerned about questions of competitive advantage.
They [the EU] have argued that the US would avoid substantial emissions reductions at home by purchasing Russian emission credits arising from the downturn of the Russian economy and that this would undermine the environmental integrity of the Protocol. In this respect, an important element of the EU's position is to enhance its own competitiveness by limiting access by the US to low-cost options
Punitive measures and political commitment
Why the EU is regarded as a global leader
There are various explanations of why the EU is often viewed as global leader in environmental diplomacy. Most obviously, it has taken the lead in ecological modernisation through the influence of pioneer states such the Netherlands, Germany, Sweden, Denmark and Austria (see Andersen and Liefferink 1997; Jahn 1998; Hajer 1995) . Germany in particular regards ecological modernisation as an inherent part of maintaining economic competitiveness (Jänicke and Weidner 1997: 146-8) . In practical terms, this has meant a commitment to measuring environmental degradation, and ideas of 'a positive sum game' where the interests of both the economy and the environment can be advanced concurrently (see Hajer 1995: 25-6 (McCormick 2001: 264; 266-7) . The 3 rd (1993) (1994) (1995) (1996) (1997) (1998) (1999) (2000) and 6 th (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) EAPs. As mentioned, pioneer states were important in advancing long-term solutions for these Programs, forcing the Union to 'move away in policy terms from controlling pollution to dealing with the underlying causes of pollution' (Weale et al. 2000: 61) (Weale et al. 2000:45 (Haigh 1996: 162 (Hamilton 2001: 89 (CEC 1997 : 14, cited Baker, 2001 . (Baker 2000: 304) in order to strengthen the EU's legitimacy (Haigh 1996 : Beetham and Lord 1998 : Bretherton and Vogler 1999 : Baker 2000 . This legitimacy is secured through playing a key part in enhancing cooperation between nations-as at UNCED in 1992 (Butt Philip 1999 
Of course this conflicts with the arguments for ecological modernisation and the aim of ensuring the complementarity of economic and environmental objectives. Several writers argue that the general imperative driving EU policy in recent years is the effort to assume 'a leadership role in global environmental politics'
-and through multi-level governance within the EU which creates the impression of consensual and apolitical decisions. The Council and the Commission have plenty to gain by emphasising the importance of 'multi-level governance' and the consensual approach to politics that is implicit in this approach. The EU is engaged in an ongoing legal and political tussle with nation states over questions of competence. Though this impedes its role in climate change negotiations, the EU has persisted in carving out a leading role in negotiations.
The 'Achilles heel' of its efforts at leadership lies in the lack of an 'agreed internal strategy and clear line of responsibility for actually delivering the ambitious declaratory targets for greenhouse gas emission' (Bretherton and Vogler 1999: 104) . Papadakis (1996; and Papadakis and Young (2000) . For (Economou 1996 Yet the promise of SD was only partially realised (SEAC 1996: 15) 
How Australia has engaged with sustainable development
Legitimacy and pioneers
Transformation of institutions
The transformation of government institutions in the 1980s appeared to follow the pattern posited by Jänicke and Weidner of increasing efforts among developed nations to addressing environmental problems. New institutions were created integrating economic and environmental concerns at Commonwealth, State and local government levels. In the 1990s government enacted broad legislation for environmental protection, and new laws like the Environment Protection and Biodiversity Conservation Bill (1998) enshrined in legislation for the first time the principle of Ecologically Sustainable Development (ESD). Despite impediments in institutional structure, like potentially conflicting roles of levels of government, and lack of effective coordination (Productivity Commission 1999) a 'whole of government' approach was introduced, at least in principle. Similarly, ESD working groups represented an effort to combine international debates about sustainable development with Prime Minister Hawke's unique style of 'consensus' politics
and most recommendations of the ESD working groups were not implemented (Productivity Commission 1999). There persisted fragmentation and compartmentalisation of government departments and tiers of administration (SEAC 1996:11). Much of the impetus for environmental reform was lost in debates over economic reform and, from 1991 to 1992, many environmental advocates were defending any gains they had achieved rather than extending the boundaries of statutory intervention.
Post-1996
The election of the Coalition government in 1996 led to the creation of a $1.25 billion Natural Heritage Trust. There followed a national vegetation plan, a plan to rehabilitate the Murray-Darling River Basin, national land and water resources audits, a National Waste Minimisation and Recycling Strategy and a National Forest Policy Statement. Proponents of a coordinated approach to statutory intervention note the success of the Department of the Environment in extending its range of activities beyond its own programs to influence other Departments. Although conflicts persist between Departments focusing on either industry or the economy, they are far less severe than previously. In part this reflects increasing recognition of the co-existence of environmental and economic objectives. The OECD found in 1998 that most decision makers believe that 'the wealth created by economic activities will overcome environmental effects'. This has several consequences. It diminishes inter-departmental conflict over environmental issues (compared to the 1980s). It entails re-evaluation of statutory intervention traditions. On the one hand, there is pressure for refinement of economic and regulatory instruments (through greater use of product charges, deposit refunds and emission trading and the adoption of the user pays principle in areas like waste management (OECD 198: 2)). On the
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other hand, it means promoting more than ever the capacity of business and free markets to address problems (Hawken et al. 2000) . It is therefore unsurprising to find Commonwealth and State governments promoting notions like 'light-handed regulation' (Andrews 2000a) , emissions trading (Hillman 2000b) and sustainable industries (Commonwealth of Australia 2000a: 43) . (Meadowcroft 2000) .
Why the commonalities are more striking than the differences
The story of environmental policy development in Australia and the EU is full of surprises: the shift in values to include quality of life and environmental issues in the 1960s, green political movements in the 1970s, the salience of green political issues in electoral contests, the chameleon-like character of established political parties in adopting much of the green agenda, the capacity of conservative and labour parties and politicians to appreciate the political salience of green issues, the rapid adoption of notions of sustainable development and ecological modernisation, and the linkages between neo-liberal policy in the form of market-based instruments and renewed efforts to address environmental problems. Despite the attention of media and academic commentators to divisions between the EU and Australia on climate change, the reality is that the underlying trends in the two jurisdictions have been very similar. There are certainly time lags both in the influence of ideas and the adoption of policies. Yet adopting a historical perspective serves to dissipate some of the sharp contrasts.
Principles relating to climate change
Among the most important similarities between the EU and
Balancing trade and economic development with environmental considerations
Another key consideration is the strong tradition of economic development and exploitation of natural resources in each jurisdiction, as well as struggles to balance these traditions with modern environmental objectives (Papadakis 1996; Baker 2000 O'Riordan and Jäger, 1996; Butt Philip, 1999; Baker, 2000; Productivity Commission, 1999) . Given perceptions of 'leaders' and 'laggards', one Jordan et al. 2003: 209 (Jordan et al. 2003: 202 (Gordon and Hatfield Dodds, 2000 (Gordon and Hatfield Dodds, 2000 AGO (1999a; 1999b; 1999c; 1999d 
